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IF TH District trade recovered in November to ap- 
F proximately the same level that prevailed in Septem- 
ber, and thus reversed the injurious effects of the coal and 
steel strikes in October. Industrial production also con- 
tinued the upward trend which had been in evidence 
since mid-summer. Employment in November held 
about the same level as in October, with gains in some 


| industries offsetting seasonal losses in others. Cutbacks 


in civilian employment at defense establishments, 
amounting to 149,000 nationally, have fallen somewhat 
more heavily on the Fifth District due to the larger 
proportion normally occupied here. Construction activ- 
ity in November continued to highlight the District’s 
economic activity by rising substantially and supersea- 
sonally from October to November. District bank deb- 
its interestingly were just 1% lower in November than 
in October, and 4% under a year earlier—since these 
figures represent aggregate spending, at prices which 
average at least 5% less than a year earlier, they offer 
a significant measure of comparative business volume. 


Minimum Wage 

The new minimum wage law which takes effect on 
January 25, 1950, will presumably have considerable ef- 
fect on some Fifth District industries. From Depart 
ment of Labor reports during 1949 it would appear that 
approximately 45% of employees in the work clothing 
industry were being paid less than the 75c minimum, 
41% in power launderies, 27% in men’s seamless ho- 
siery, and 20% in children’s seamless hosiery. Other 
industries with proportionately smaller numbers receiv- 
ing less than the minimum, but which will nevertheless 
require some upward revision in wages, include furni- 
ture, full-fashioned hosiery, and lumber and timber. 


Construction 

Construction contract awards rose, after seasonal ad- 
justment, in all major categories from October to 
November, with the exception of factory buildings. For 
eleven months total construction contracts were 10% 
higher than a year ago. The increase came in apart- 
ments and hotels, and shelter other than one or two 
family houses, commercial and other non-residential 


buildings. Lower activity for the eleven months was 
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noted primarily in manufacturing and, to a lesser ex 
tent, in educational buildings and one and two family 
houses. Apartments and hotels, which accounted for 
17.8% of total awards in this District for the period 
cited can hardly be expected to continue at the high level 
prevailing in the last half of 1949, since the liberal 
financing terms for this type of structure expire at the 
end of this year. 

Paper and paperboard mills are operating at near 
capacity levels, and demand is sufficient to give a strong 
tone to the price structure. The bag trade is taking full 
advantage of the burlap shortage and boxboard is in 
strong demand, Employment levels have been pointing 
upward but capacity operations are being attained with 
fewer employees this year than was the case a year ago. 

Furniture manufacturing in the District has been 
stepped up despite substantial reduction in new business 
in October and an easing at the retail level in November. 
The furniture makers’ demand for hardwood is still 
persistent, and with the continued growth in residential 
construction the outlook for the furniture business ap 
pears to be good. 


Rayon shipments established a new high level in 
November and several producers have raised filament 
varn prices approximately 4%. Demand for staple fiber 
is greater than the domestic output, and imports have 
picked up quite substantially. This heavy demand un- 
doubtedly accounts for the fact that domestic producers 
are able to sell their output at a price 2c higher than the 
foreign product. 

The cotton textile industry continued its upward 
trend in November, with cotton consumption and spin- 
dle-hour operation rising 3% and 4% _ respectively, 
from October to November. Moderate amounts of re- 
selling of 80-square prints at price concessions occurred 
in the first half of December, but these sales have dried 
up and the market price structure has generally been 
firm, Demand has increased at the finishers’ level and 
this portends a continued level of mill operations well 
into 1950. 
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‘Trade reports had shown some fear of price weakness 
in nylon hosiery after the turn of the year, but the re- 
duction in allocations of nylon yarn, together with the 
effects of the new minimum wage, will probably allay 
these price fears. There are, however, indications that 
some promotional price-cuts will be witnessed in Janu- 
ary or February. The production outlook is somewhat 
indeterminate at this time, owing to producers’ inability 
to appraise the yarn supply situation. If, as trade reports 
have it, approximately twice as much nylon was deliv- 
ered in 1949 as was nece ssary for the hosiery produced, 
then future production will be determined by demand, 
which at this time would seem to be quite good. 

Mill operators have been agreeably surprised at the 
amount of strength in the demand for lumber which 
prevailed up to the middle of December. Signs of sea- 


] 


weakening are faint and producers anticipate sev- 
eral months of continued good business into 1950. The 
7c minimum wage is expected to have considerable 
repercussions in the lumber industry, but it is believed, 
in the trade, that the marginal mills will shut down. 
Resulting wage increases will make it more difficult for 
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Southern operators to compete with the West Coast 
operators, since it is doubtful whether or not these costs 
can be passed on in prices. 

The work clothing industry, currently operating at 
capacity levels, is confronted with a wage increase for 
nearly half of its workers. The upchange in costs should 
not handicap Southern operators in the long run, but 
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BUSINESS INDEXES—FIFTH FEDERAL RESERVE DISTRICT 
AVERAGE DAILY 1935-39=100—SEASONALLY ADJUSTED 


Nov. 
1949 
New Passenger Car Registration* 
New Commercial Car Registration 
Bank Debit 323 
| Bituminous Coal Production 135 
| Building Contracts Awarded, Total 621 
Commercial Construction Contracts 324 
| Manufacturing Construction Contracts 146 
| Public Works and Utilities 562 
Residential Construction Contracts 616 
Apartments and Hotel 1128 
One and Two Family Houses . 523 
Building Permits Issued 400 
Busine Failures—No. . 135 
Cigarette ’roduction 237 
Cotton Consumption 147 
| Cotton Spindle Hour 144 
| Department Store Sales? 306 
Department Store Stocks? 295 
Electrical Power Production 
niture Mfgs: Orders? 
| Furniture Mfgs: Shipment 
Furniture Mfg Unfilled Orders? 
Furniture Retail 
Net Sal 182 
} Cash 200 
Credit 176 
Receivables 125 
| Collections 159 
Inventorie 138 
| Household Appliance Store Sales 122p 
Life Insurance Sale 253 
Wholesale Trade 
utomotive Supplies** 514 
| Drugs 252 
| Dry Goods 157 
| lectrical Goods** ‘7 
rie 245 
lware 131 
| ial Supplies* 46 
and Its Products** 146 
| © and Its Products** 65 
| * Not asonall ad ted 
* 1088-41 100 
| Revised Seri back figures available on request. 
1941-100 


Oct. Sept. Nov. “> Change—Latest Month 
1949 1949 1948 Prev. Mo. Year ago 
211 147 3 + 66 
197 19) — + 2 
327 337 — 1 —- 4 
13 166 +. 938 - 19 
283 + 24 84 
288 368 + 13 — 12 
353 117 - 59 + 25 
224 163 +151 +245 
451 391r + 13 -+- 658 
949 420 +- 19 -+- 169 
396 423 + 32 +- 24 
482 277 — 17 -++- 44 
97 46 + 39 +193 
203 235 +- 17 + 1 
143 129 3 + 14 
138 132 4 % 
295 313 4 2 
305 323 3 9 
265 264 2 4 
290 238 41 - 1 
281 314 2 9 
627 537 2 8 
200 198r 180 10 1 
213 240r 258 6 - 22 
181 182r 163 3 — 
124 118r 107 1 4. 17 
158 163r 174 1 - 9 
140 135r 156 1 2 
125r 110 114 2 7 
46 250 241 5 
A76 398 B22 35 
243 248 262 
130 157 181 21 - 13 
52 52 95 — 10 — 
35 266 251 4 » § 
118 161 159 11 » 
44 291 510 1 52 
140 149 154 5 
68 68 91 1 29 


| 400 
| 300 | 
| 
| 200 } 200 } 
| | 
194 14 143 944 45 147 148 149 | 
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Expenditures for Plant and Equipment 


Some Important Features of Capital Spending in the Fifth District 


If incomes in the Fifth District are to be raised to a 
level approximating the national average, considerable 
capital equipment must be added to its industrial struc- 
ture. Latest overall information (the Census of Manu- 


factures for 1947) supports the presumption that the 


volume of spending for new plant and equipment in the 
District in relation to the nation’s total is not sufficient 
to improve the District's relative income position. 


One of the more significant economic aspects of the 
Fifth District economy is its relatively low level of in- 
come payments. For every $1,000 of income received 
by persons throughout the nation in 1948, people in this 
District received only $810. If income payments per 
capita in this District had equalled those of the nation, 
over $3.5 billion would have been added to the purchas- 
ing power of the District in that year. 

It is sometimes claimed that one of the reasons for the 
gap between incomes in the South and the rest of the 
country is the low productivity of southern workers. 
This is not due to inherent inefficiency on the part of 
southern labor, but stems from the fact that on the av- 
erage, workers in southern manufacturing plants are 
equipped with less industrial capital than workers in the 
North and in the industrial sections of the Mid-West. 
More industries are needed to engage in finished process- 
ing and in more complex productive operations than are 
characteristic of the bulk of the South’s existing manu- 
facturing enterprises. Resulting higher ratios of capital 
equipment to labor and the increase in value added by 


manufacturing would undoubtedly lead to higher per 
capita income payments. 
Failure to Exceed National Performance 

Total expenditures for new plant and equipment in 
this District amounted to around $522 million in 1947, 
an increase of 370 per cent over the $111 million re- 
ported for 1939. For the nation the increase amounted 
to 381 per cent. In a second important test of manu- 
facturing development, the increase in production work- 
ers, the District also lagged behind national growth—37 
per cent as compared with 53 per cent (see JJonthly 
Review, November 1949), Only with respect to value 
added by manufacturing has the District matched the 
national rate of increase (see JJonthly Review, June 
1949). Thus, on balance the District’s relative gains in 
industrial development are not as significant as a com- 
parison of pre-war data with recent information might 
imply. 

Failure of the District’s plant and equipment outlays 
to increase as a percentage of the total for the country 
is slightly disappointing. Actually, the ratio declined 
from 8.9 per cent in 1939 to 8.7 per cent in 1947. In 
comparison with the figure for the latter year, the Dis- 
trict accounted for 8.6 per cent of the nation’s produc- 
tion workers in manufacturing and 9.4 per cent of the 
total population. 

Undoubtedly, the District must achieve gains that 
exceed the national averages if it is to close the gap 
hetween its per capita income payments and the nation’s. 
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Per Capita Outlays Below U. S. Average 
manufacturing in the 


New capital expenditures in 
istrict, 


$39.06 in 


reduced to Masis, amounted to 
1947 
for the nation and 15 per cent less than the outlays in 
New England. 


xpenditures for new plant and equipment was 


a per capita 
about 7 per cent less than the amount 


\s shown in Chart 1, the range of per 


apita ( 
lerable among the states of the District. Such fig 


cons! 
ures must, of course, be used with caution since they 
merely reflect concentration in a single year of out- 


a small number of large producers. However, 


the data indicative of the need in the District as a 


whole of a greater expansion of manufacturing facili- 


are 


ties in general and more durable-goods industries in 
particular—if the desired goal is higher per capita in- 
come payments 

In addition to the variables of population and relative 
per 


the wide 
states 1s a 


importance of manufacturing, range of 
Fifth District 
function of the differences in the most important types 


In Maryland, which 


capita expenditures among 


of manufacturing in each state. 


ranked seventh in the nation in such outlays, there are 
2.825 manufacturing establishments—one for every 747 
persons in the state. Although there is a fairly heavy 
concentration in feod and apparel industries, large num 
able 


\s a result, Maryland’s capital outlays are boosted 


bers of establishments found in the dur goods 


held 


hy heavy per-establishment expenditures characteristic 


are 


of such industries as petroleum and coal products, pri- 


mary metals, paper and allied products, chemicals, and 
electrical equipment. 

In South Carolina, where there are 2,138 manufac- 
turing establishments or one for every 902 persons, 
there is, by contrast, a heavy concentration in three in- 
lumber, which 
for over two-thirds of all plants. With less than 3 per 
cent of all the textile mills in the country, South Caro- 


dustries food, and textiles accounts 


lina accounted for almost 11 per cent of the nation’s ex- 
new textile plant and equipment. This 
almost two-thirds—of capital spend- 
ing by manufacturing plants in this state. Paper and 
allied products was the only other important industry 
with high per-establishment expenditures, but the small 
number of such plants, fifteen in all, limited total out- 
lays to $6.4 million. Other important manufacturing in- 
dustries in the state, such as lumber and food, had rela- 
tively low capital expenditures per establishment, and 
heavy spending industries like rubber, primary metals, 
transportation equipment, and machinery were almost 


penditures for 
provided the bulk 


negligible. 


High Ratio to Production Workers 


Plant and equipment outlays of Fifth District manu- 
facturers on a production worker basis are shown in 
Chart 2, and as might be expected, the range among the 
states is much narrower than it is on a per capita basis. 
\lso, there is a shift in the order of rank among the 


states. West Virginia leads with an amount $245 


Md 
New Construction 49.] 
New Equipment 74.5 
Source Census of Manutactures: 1947; Series MC100-8. 


ginia. 


TABLE I 
New Plant and Equipment Outlays—1947 
In Manufacturing 
(Millions of Dollars) 


D.C. Va W.Va. NA S.C. Sth 
1.0 33.9 27.4 42.8 20.2 174.4 
3.5 78.5 55.0 04.8 41.6 347.9 
45 112.4" 82.4 137.6 522.3* 


* Totals do not agree with totals shown in Table II because of omission of expenditures by rubber industries in Vir 


Fifth District 


larger than the District average and $251 above the 
iational average, due mainly to the significance of high 
capital equipment industries such as petroleum and coal 
products, chemicals, primary metals, machinery, and 
stone, clay and glass products. 

\ look at Chart 2 
the District in relation to the country as a whole. 


production worker basis, the Fifth District spent $510 


reveals the favorable position of 
Ona 


for new plant and equipment as compared to the $504 


[4] 


expended in the entire country, but the favorable com- 
parison is qualified by the possibility that it resulted 
from a lower rate of increase in workers rather than 
through a relatively higher rate of capital outlays. In 
1939 the District average was below that of the nation, 
but between that year and 1948, expenditures for new 
plant and equipment increased 381 per cent throughout 
the country and 371 per cent in the District. For the 
same years the increase in production workers was 53 


| 
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per cent in the nation and only 37 per cent in the Dis- 
trict. The result was the superior showing referred to 
for the District in 1947, 

Interestingly, expenditures per production worker in 
cach state of this District exceeded—in most instances 
by very wide margins—the average for New England. 
l‘urthermore, the District average exceeded the amounts 
expended in such industrial states as Illinois, New Jer- 
sey, New York, Ohio, and Pennsylvania. 


Conclusion 

On the whole, the most recent data for plant and 
equipment expenditures by manufacturing establish- 
ments in the Fifth District show a fairly favorable pic- 
ture. When these figures are compared, however, with 
similar data for 1939 and with the outlays for the nation, 
there is some indication that such spending has not in- 
creased sufficiently in the District to contribute mate- 
rially to closing the gap between District and national 
industrial development and income payments. 


Prior to 1930 relatively low incomes in the District 
resulted in a migration of population to other sections 
of the country—in large part to the northeastern and 
industrial areas. Increased industrializa- 
tion points up another means of approaching the prob- 
lem 


mid-western 


capital additions and replacements by manufac- 
turing establishments. But in order to realize fully the 
gains that may be derived from industrialization, new 
capital creation will have to proceed at a relatively 
greater rate in the District than in the nation. 

\ll significant forecasts of business conditions in 1950 
emphasize the dominant influence of expenditures for 
plant and equipment. The course of such outlays, it is 
generally agreed, will have an important effect upon 
coming trends in business activity. In addition to its 
interest in these important results of capital expendi- 
tures, the Fifth District has a particular interest in the 
long-run trend of such outlays, for an accelerated rate 
of industrial development is an effective means of cor- 
recting the deficiency of income payments in this District. 


Md. 
Textile Mill Products ................... 1,720 
Chemical & Allied Products .- 14,885 
Food & Kindred Products . 12,941 
Paper & Allied Products . 4,867 


Tobacco Manufacturers .................. F 9 


Lumber (except Furniture) — 1,254 
Furniture & Fixtures ......... 432 
Machinery (excl. Electrical) 5,654 
Petroleum & Coal Products 5,757 
Apparel & Allied Products . 1,572 
Transportation Equipment 2,213 
74 
Miscellaneous Manufacturers - 1,001 

Total 123,599 


Source: 


Expenditures for New Plant and Equipment in Manufacturing—1947 
By Industry Groups and States of Fifth Federal Reserve District 


(Thousands of Dollars) 


TABLE II 

Va. W.Va. N.C. S.C, 5th 
21,009 1,264 73,390 39,448 136,831 
40 40,266 33,545 4,047 2,107 94,890 
- 1,296 12,625 479 471 63,286 
2,047 9,487 4,004 7,272 3,548 39,299 
294 7,887 688 15,711 6,386 35,833 
130 8,768 8,996 2,919 1,978 32,445 
5,622 — 15,656 21,287 
—— 3,254 1,202 5,580 4,198 15,488 
a 4,394 278 6,311 669 12,084 
181 1,029 2,515 1,006 100 11,337 
--— 293 1,158 1,132 8,237 
1,683 1,537 591 1,213 425 7,548 
69 (1) 5,826 
8 1,313 113 1,313 1,330 5,649 
3,184 ————— 217 5,614 
11 ——— 1,288 3,233 
(1) 1,833 
——. 408 127 219 6 1,139 
4 1 5 ——— 84 
104 1,772 512 1,513 1,078 5,980 
4,502 111,588 - 82,332 137,583 61,744 521,348 


(1) Withheld to avoid disclosing figures for individual companies. 


U.S. Census of Mfrs: 1947; Series MC108, MC119, MC139, MC142, MC147. 
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November Call Report Shows Principal Accounts Rising 


Fifth District Member Banks, which had 
heen rising sharply since July, reached an all-time high 
on the November 1 call date. 


trend associated with the moderate recession of the first 


Loans of 
This reversed the down 


half of 1949, The slight credit tightness which could be 
seen in the June 30 report of condition had largely dis- 
appeared by November. Apparently banks, having de- 
cided that the basic economic situation in the District 
was sound and the outlook favorable, have been acting 
on that decision. The overall picture presented by the 
November report of condition is optimistic—there is a 
strong demand for loans, bankers feel that credit risks 
are good, the necessary reserves for meeting the loan 
demand are available. 

Easing of credit during the period has been largely 
due to the lowering of reserve requirements by the Fed 
eral Reserve System during the second and third quar 
ters of the year. Between May 1 and November 1 re 
quired reserves against demand deposits were lowered 
by four percentage points for all classes of banks, and 
those required against time deposits were lowered two 
and one-half percentage points. Current reserve re- 
quirements of eighteen and five per cent (against de 
mand and time deposits respectively) for reserve city 
hanks and of twelve and five per cent for country mem- 
ber banks are the lowest since November 1, 1941. 


Adjusted demand deposits of Fifth District member 
hanks, which reached a post-war low in June, recovered 
to only slightly below the record levels of year-end 1947 
uid 1948. If this more-than-seasonal increase contin- 


ued, year-end results (when available) would show ad- 
justed demand deposits at an all-time high. 


\pproximately $170 million of assets of Fifth Dis- 
trict member banks was freed by the lowering of reserve 
requirements, which enabled member banks to meet the 
revived demand for loans with no difficulty, and pro- 
vided a surplus which has chiefly found its way into 
expanded holdings of U. S. Government securities. The 
$290 million increase in total loans and investments was 
accomplished with only a slight decrease in the holdings 
of cash assets by member banks, due to the seasonal in- 
crease in cash assets which parallels the seasonal expan- 
sion of deposits. The $190 million expansion in holdings 
of Governments was largely in short maturities which 
will automatically provide additional loanable funds, if 
needed, as they mature, 


A trend toward more permanent investment in other 
securities was indicated by a ten per cent increase in 
holdings from June 30 ($270 million) to November 1 
($297 million). Most of this expansion was in holdings 
of municipal securities. 


ASSETS AND LIABILITIES—MEMBER BANKS FIFTH FEDERAL RESERVE DISTRICT 


(Amounts in thousands of dollars) 


ASSETS 
Loans and investments 
Loans (including overdrafts) 
U.S. Government obligations, direct and guaranteed 
Other securities 


Reserves, cash, and bank balance 
Reserve with Federal Reserve 
Cash in vault 
Balances with banks 
Cash items 


Bank 


in process of collection 


Other 


assets 
Total assets 
LIABILITIES 

Demand Deposit 
Individuals, partne 
U.S. Government 
Banks 
Other 

lime Deposits 
Individuals, 


rships, and corporations 


partnerships, and corporation 


U.S. Government and Postal Saving 
States and Political subdivisions 
Ranks 


Total deposits 
Borrowings 
Other liabilities 
Total liabilitic 
Total 


Total 


Capital Accounts 


Liabilities and Capital Accounts 


Demand deposits adjusted 


Number of banks 
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Nov. 


| 

| 

June 30, Dec. 31, 

1949 | 


1949 1948 


4,302,496 
1,586,079 
2,453,292 
262,125 
1,646,057 
849,151 
113,000 
366,063 
317,843 


69,786 


6,018,339 


4,311,648 
3,3 


422,617 
1,292,999 
1,249,421 

16,346 
25,808 
1,424 
5,604,647 
1,465 
29,354 


5,635,466 


382,873 


6,018,339 


3,440,698 
478 


| 
| 
| | 
4.521,881 4,231,810 
1,596,957 1,524,267 
; 2,628,239 2,437,884 
| 296,685 269,659 
1,432,194 1,478,047 
| 669,682 765,156 
120,410 119,413 
i | 375,284 332,320 
266,818 261,158 
| | 
77,680 72,806 
| 6,031,755 5,782,663 
4,245,071 4,011,835 
112,344 68 378 99.500 
| 136,190 377,614 153,607 
372,207 376,229 
1,341,055 1,339,360 
| 1,257,403 
29,116 25.889 
52.923 55,079 
| 957 989 | 
5,586,126 5,351,195 | 
| 
5,315 3.980 
. | 32,283 | 32,962 
| 5.623.724 | 5,388,137 
| 
408,031 | 394,526 | — i| 
| 
| 6,031,755 5,782,663 | 
3,429,719 | 3,304,685 
} 4x0) 479 
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PRINCIPAL ASSETS AND LIABILITIES OF MEMBER BANKS 


UNITED STATES AND FIFTH DISTRICT 
(LAST WEDNESDAY OF MONTH FIGURES) 


LOANS AND DISCOUNTS 


U.S. GOV'T SECURITIES 


5th Dist BILLIONS OF DOLLARS 5th Dist BILLIONS OF DOLLARS 5th Dist BILLIONS OF, DOLLARS 
| 
| | | 
5 +— 
| 


United Stotes, Oct. 26,1949 


4 —— Fifth District 

| | 

| | } 

| | | | Fitth District 

1947 1948 1949 1947 1948 1949 1947 1948 1949 

| DEMAND DEPOSITS ADJ. TIME DEPOSITS TOTAL DEPOSITS 

5th Dist BILLIONS OF DOLLARS 5th Dist. BILLIONS OF DOLLARS 5th Dist. BILLIONS OF DOLLARS 

| | | | | | 
| 
4 | ed States | | 
ted States Ls} 

ifth District il | = 
3} | Fifth District | Fifth District | 
| | 

| | | 
1947 1948 1949 1947 1948 1949 1947 1948 1949 

| 

| 3 

| Partly Estimated Latest Figure Plotted Fifth District, Nov. 50, 1949 


Business Conditions and Outlook 


Continued from page 2 


it will change their competitive position and may result 
in some temporary reduction in operations in early 1950. 

Stabilization of prices in the textile and hosiery in- 
dustries has brought with it a resumption in machinery 
purchases. These have picked up considerably in recent 
weeks, and are refiected in the order books of New Eng- 
land and Pennsylvania textile machinery manufacturers. 

Department store sales, seasonally adjusted, rose 4% 
in November to a level 2% under a year ago. Sales per- 
formances have been somewhat spotty, with women’s 
apparel slow and home furnishings quite active. Tele 
vision has increased sharply this season, as the accom- 
panying chart of radio, television, musical instruments, 
etc., indicates. Year-end indications were that Christ- 


[7] 


mas business was running ahead of the previous year in 
units but slightly behind in dollar totals. 


Summary 


Despite the fact that the bituminous coal situation 
continues in an unhealthy condition and agricultural in- 
comes are likely to show some further reduction in 1950, 
business in the Fifth District continues to show improve- 
ment. Such improvement is no longer selective but is 
fairly generally reflected in all segments of industry. 
Sales of automobiles have continued at very high levels 
and reductions in November have been due primarily 
to lower factory deliveries. The wholesale trades have 
recovered fairly generally and furniture store sales de- 
spite the drop in November were still high at year-end. 
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Farm Credit and the Outlook for 1950 


Farmers in the Fifth District should expect somewhat lower prices and smaller incomes in 1950. 
\ of cotton and peanuts, two of the most important cash crops in the District, will be reduced. 


In view of the out 


Acreage | 


look, many farmers—and their bankers—will be thinking of changes, such as more efficient operation, enlarge 


| ment of farms, and perhaps expanded livestock and poultry production. 
from banks and other lenders to help finance prospective farm adjustments. 


The 
ing need for agricultural adjustment in this area. If the 


agricultural outlook for 1950 shows the continu- 


gradual downtrend in farm prices and reductions in 
acreages of important cash crops continues as expected, 
it will reduce farm incomes unless farmers can adjust 
their operations to changing economic conditions. Some 
changes which appear desirable are: (1) more efficient 
farm management, (2) 


Additional farm credit will be 


needed \ 


\griculture as a whole was still in good financial con- 
dition. In 1949 farmers held $21.9 billion in cash, bank 
deposits, and other financial assets, while total liabilities 
were $11.2 billion. Interestingly, this may be compared 
with 1940 when farmers had $10.0 billion in liabilities 
and only $5.0 billion in financial assets. Real-estate debt 
in 1949 was $5.1 billion and well below the 1940 figure 

of $6.6 billion. 


larger and more produc- 
tive farms, and (3) expan- NET FARM 
sion of livestock and poul- “ 

try production. In making “ee 
these changes many farm- 
will need additional 
credit. Banks and other 
farm lenders have an op- 
portunity to assist farmers 
in planning and financing 
those adjustments which 
are economically sound. 


Net Income Falls in 1949 


In 1949—the fourth full 
year after the  war- 
American agriculture con- 
tinued its adjustment to ‘ 
peacetime conditions. Pro- 


ONS OF DOLLARS 


ers 


duction was high. Stocks 
of most important crops 
were increasing. Prices of 0 
farm products continued 
downward for the second 
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Outlook for 1950— 
Lower Prices and 
Smaller Incomes 
Farm prices and in- 
comes, as previously sug- 
gested, are likely to con- 
tinue to drift downward in 
1950. No sharp break in 
prices is expected, but in 
? spite of heavy Govern- 
ment outlays, for price 
support, prices received 
will fall more than the 
prices farmers pay. The 
Bureau of Agricultural 
Economics expects that 
gross farm income in 1950 
will be off 10 per cent 
from 1949, and net income 
will be off about 16 per 
cent. 

Demand for farm pro- 
ducts will be somewhat 


year. Production costs de- 
clined more slowly, and both gross and net farm in- 
come were well below the high levels of 1948. 
Gross farm income—the sum of cash receipts from 
marketings, Government payments, value of home-used 
products, and the rental value of farm homes—totaled 
$32.0 billion. Only 1947 and 1948 had been higher, 
while in 1939 gross farm income was only $10.5 billion. 


Net farm income was approximately $14 billion in 
1949. This was less than the net income received in 
each of the three previous years: 1946—$15.0 billion; 
1947—$17.8 billion ; 1948—$16.7 billion. At $14 billion 
net income was over three times the 1939 figure of $4.5 
billion, but when allowance was made for the increased 
cost of living, 1949’s net income would buy only about 
42 per cent more. 
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weaker, BAE’s economists 
believe, but will still be relatively strong because of 
a high level of business activity and export demand. 
High level Government expenditures and a strong 
demand for moderate-priced housing are considered 
sustaining factors in the business outlook. The 
conclusion: “Prospects for 1950 add up to slightly 
smaller total employment, somewhat lower incomes and 
smaller worker demand for farm products.” 


No substantial weakening in the foreign demand for 
farm products is likely in 1950, but some decline is ex- 
pected. Tobacco and cotton exports will probably be 
about as high as they were in 1949. About two-thirds 
of our agricultural exports are financed by foreign aid 
programs, and long-run prospects for exports when 
such aid is reduced appear less favorable. 
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Tobacco Parity Higher 
The national flue-cured allotment in 1950 will be 970,- 
OOO acres, 10,000 more than were allotted in 1949. 
cause of a new method of computing tobacco parity, the 
1950 support price will be two or three cents above the 


Be- 


1949 support of 42.5 cents. The average market price 
may also be higher than the 49 cents received by growers 
in 1949 because of the higher support price. 

Exports of unmanufactured tobacco probably to- 
taled 465 million pounds in 1949 and any possible decline 
in 1950 is likely to be small. Cigarette consumption in 
1949 is estimated at 358 billion—the highest on record— 
and consumption in 1950 may be even higher. 


Cotton Acreage Reduced 
Total cotton production in 1949 was 16.0 million 
hales, about 8 per cent more than in 1948, and carry- 
over at the beginning of the crop year was 5.2 million 
bales. Yields in the Fifth District averaged much lower 
than in 1948, and the crop was about 34 per cent smaller. 
Domestic mill consumption in the 1948 crop year was 
Total 
disappearance in the current year will probably be about 


7.8 million bales and 4.8 million were exported. 


the same as last season, and carryover at the end of the 
vear may reach 8.2 million bales. 

Cotton farmers approved marketing quotas in De- 
cember although many farmers were not satisfied with 
their acreage allotments. The national acreage allotment 
of 21 million acres for 1950 is 22 per cent less than was 
harvested in 1949, State acreage allotments in the Fifth 
District call for the following reductions from the 1949 
harvested acreage: South Carolina, 19 per cent; North 
Carolina, 11 per cent; and Virginia, 11 per cent. 

Cotton prices are expected to be at the 90 per cent 
of parity support level for the 1950 crop and only slight- 
ly below 1949, 

Peanut Allotments Cut 

Peanut production in 1949 totaled 1,846 million 
pounds, and the price was supported at 90 per cent of 
parity, or about 10.5 cents per pound. The support price 
may be slightly lower in 1950, and the national acreage 
allotment will be cut 20 per cent. Acreage reductions in 
the Fifth District include: South Carolina, 28 per cent; 
North Carolina, 7 per cent; and Virginia, none. 

lurther reductions in peanut allotments can be ex- 
pected if the present support price is maintained. At the 
present support price there is little demand for peanuts 
for oil or export, and is it is unlikely that the demand for 
peanuts to be used in edible products will be much over 
one billion pounds. 


Poultry and Egg Prices Down 


Prices of eggs and 


chickens, including broilers, will 
probably average lower in 1950 than in 1949 and sup 


plies will be abundant. Poultry and egg prices were 


lower last year, and many farmers and broiler producers 


found production less profitable. During the summer 
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of 1949 broiler prices in North Carolina, for example, 
were about 10 cents per pound under the previous year, 
Similarly, the November 1949 price of turkeys in Vir- 
ginia was 36 cents a pound, as compared to 48 cents a 
vear earlier. 

Because of the lower prices expected, chicken and 
turkey output in 1950 may be under 1949. However, 
some farmers will expand production because they have 
plenty of feed and less labor will be required next year 
for cotton and peanuts. Prices of eggs and turkeys were 
supported in 1949, and egg support will continue in 
1950 at a national average farm price of 37 cents a dozen. 


Meat Production Increases 

Meat production increased slightly in 1949. Nearly 
15 per cent more sows farrowed in the spring of 1949, 
and hog prices in the last three months of the year were 
six to seven dollars below the same period in 1948. 
Lower prices for hogs apparently had little effect on 
cattle prices, and prices for better grades of cattle were 
only a little under the fall of 1948. 

More meat production is expected in 1950, and meat 
and livestock prices are likely to average a little lower. 
Most of the increase in production and decrease in prices 
will be in hogs and pork while cattle prices may average 
about the same as in 1949, 

Feed supplies for the current year will be ample and 
lower in price. The national corn-hog ratio was 15.3 in 
November 1949, was very favorable for hog production, 
and will probably continue favorable throughout 1950. 

The present price-support program for hogs ends 
March 31 but may be extended because corn must be 
supported at 90 per cent of parity through 1950. 


Milk Consumption Declines 

The average price of milk declined substantially in 
1949, but the price of milk intended for fluid use fell 
less, distribution costs continued high and rigid, and 
consumption of fluid milk and cream declined. A larger 
proportion of 1949's increased milk production went into 
manufactured products, and Government purchases of 
hutter and nonfat dry milk solids to support milk prices 
were heavy. 

If milk production continues to increase in 1950, milk 
prices will probably decline further, and prospective de- 
creases in feed prices will not offset the decline. Never- 
theless, reductions in the price of Class I or Grade A 
milk should be small, and decreases in distribution costs 
are unlikely. Some further decline in consumption of 
Nuid milk is expected in 1950, with a larger proportion 
of milk going into manufactured products and the Gov- 
ernment price-support program. 


Agricultural Adjustment and the Outlook 
What changes should a farmer plan to make in 1950? 
Ile can, of course, try to reduce costs and operate more 
efficiently. Planting recommended varieties of hybrid 


corn and other crops, fertilizing and liming on the 


FEDERAL RESERVE BANK OF RICHMOND 


asis of soil analyses, improving farm forests and pas 
tures, and carrying out good sanitation practices for 
livestock and poultry—these are all tried and proven 


methods for maintaining farm profits. 


Many farms in this area too small to produce 


much of an income even if managed very efficiently, 

e they have little cropland and livestock. But con 
entration on crops with a high value per acre like to 
hacco, cott peanuts, can make even small farms 
roduce fairly good incomes when prices are relatively 
hig The fact that cotton and peanut acreage must be 
reduced in 1950 and that further reductions are likely 
later, of course, modifies this advice 

In view of the outlook for prices and acreage reduc 
tions, farmers are now being advised to expand live 
tock and poultry production. Fee supplies are ade 
quate ind the 1 ction in peanut and cotton acreage 
will save field labor which can be used for livestock and 
poultry. Even though livestock and poultry prices are 


‘ally with family labor 


that would othe will usually add to farm 


pronts 


Additional Credit Needed 


\ny substantial shift to livestock | will re 


mung 


quire more money than many farmers have. .\dditional 


or improved buildings are usually needed, pastures must 


be developed or improved and fen 


chase breed 


es built, and put 


ing stock, baby chicks, turkey poults, and 
poultry and dairy equipment may add 


up to a consider 


thle sum. At this point bankers and other farm lenders 
can expect a demand for more and easier credit. To the 
extent that the banks grant additional credit to finance 
adjustments in farming, they will be helping establish a 
sound and balanced agriculture in their communities 

In financing changes and adjustments in tarming, 
“easter” credit can do more harm than good. The prop 
er purpose of agricultural credit is to finance the devel 


opment and ‘ration of farms that are large enough 


and productive enough to be efficient and economic 
units. .\ full-time farm which cannot, at 1949 prices, 


produce some $1,500 worth of products for sale would 


hardly be considered an efficient economic unit in most 


parts of the District. Farms which are not and cannot 


he mack 
nt tro 


into economic units receive no long-run bene 


n additional credit. 


Easier Credit Not the Answer 


“easier” and 


stead © credit, bankers farmers can 
nore profitably think in terms of credit designed to 
nance needed changes in farming. Credit for farming 
adjustments should be planned to develop farms which 


are large enough and productive enough to put a sub 
stantial volume of products on the market and return 


and his family an adequate income. 
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The 


prehensive farm plan developed 


safest basis for extension of this credit is a com 


bv the banker and the 


farmer and showing the changes to be made and prob 


able farm income and expenses for some years ahead. 


In this way credit advances and repayments can_ be 
scheduled to the advantage of both. 


For an efficient farming unit many farmers need 


more land than they now have. In 1944 over half of the 
full-time family farms in the District had less than 30 
acres of cropland harvested. Even at present land 
prices, it will often be profitable for farmers to buy or 
rent additional land to make the existing farm into an 
efficient economic unit. Some banks can finance such 


purchases where farmers have substantial equities and 
] 


can repay the loan in a relatively short time. In other 
cases, banks may be able to help farmers obtain the loan 


from other lenders. 

Where credit is needed for purposes such as devel 
opment of pastures, soil and forest improvement, build 
ings, fences, breeding stock, and poultry and dairy 
equipment, banks can be of 
\ 1947 farm 


that over one-fourth of the 


substantial help to more 


farmers. loan survey noted, however, 


non-real-estate farm loans 
farmers with 


Most of the 


District were to 
$2,000. 


of banks in this a net 


worth of less than 
tl 


borrowing power 


of this group is probably already used up in short-term 


loans for production and living expenses 

Nearly half of the non-real-estate farm loans in the 
1947 survey were to farmers with net worths between 
$2,000 and $10,000, and 


more than $10,000. 


27 per cent had net worths of 


It is probably with these two latter 
groups that banks can be of most help in financing pros 
pective farming adjustments. 
In order to be of banks may need 
\bout half of 


the non-real-estate loans in the 1947 survey and 43 per 


maximum help the 


to make some changes or adjustments 


cent of the money loaned was to meet production or 


living costs. Almost 50 per lent of the money loaned 
buildings 


s 


was used to buy or improve land and and to 


purchase machinery and livestock. In many communi 


ties the proportion and amount of money loaned for 


these latter purposes should be increased if farming is 
to be developed on an efficient basis 


Non-real-estate credit to make substantial farming 
adjustments usually should be granted for periods rang- 


ing from two to five years with the term depending 


upon the adjustment to be made. The 1947 survey re- 
vealed that 43 per cent of the loans were for three 
months, 95 per cent were for one vear or less, and less 


than one per cent had a maturity of two vears and over. 
Many 


understanding 


short-term loans wert probably made with the 


he 


however, 


that tl several 


should be 


realistic, recognize that loans for farm development and 


would renewed 


Both farmers and bankers. 


1e\ 


times. 


adjustment require longer maturities, and plan loan ad- 
vances and repayments over a longer pe 


riod, 


= 
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FIFTH DISTRICT TRENDS 


CONSTRUCTION CONTRACTS AWARDED 
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Construction activity in November maintained a vigorous pace far 
beyond the normality of the season. This has been particularly true 
in all segments of the residential field and in public works and utili- 
ties. Factory buildings are running at a reduced rate. 


CIGARETTE PRODUCTION 


(1935 - 1939 = 100) 
| (Seasonally Adjusted) 
50 | 1250 
| 
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Cizarette production in the District in November recovered more 
than seasonally from October but has thus far failed to show a con- 
certed upward trend. Eleven months’ total output was three per cent 
below a year ago. 


BANK DEBITS 


194 14 143 344 1945 947 346 1949 


The aftermath of coal and steel strikes and their repercussions 
on automotive trade level together with employment letdown in the 
construction industry held total payments as represented by Novem- 
ber bank debits to a level 1 per cent under October. 


BUILDING PERMITS 


(1935 - 1939100) 


Adjusted) 


943 1944 1945 1946 1947 1948 1949 


Building permits in 29 cities of the Fifth District fell somewhat 
more than seasonally from October to November but in 22 of these 
cities November permits were higher than a year ago. Eleven 
months’ figures are 11 per cent higher than a year ago. 


COTTON CONSUMPTION 


251 1 250 
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Further improvement in the rate of operations in the cotton tex- 
tile industry in November occurred when consumption rose 8 per 
eent and spindle hours rose 4 per cent from October. New business 
has improved and the price structure is firmer. 


BITUMINOUS COAL PRODUCTION 


easonally Adjusted ) 


| O 
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1941 


1942 1943 1944 1945 


Substantial recovery was seen in the November output of bitumi- 
nous coal in this District when full-time operations were effected 
during three weeks of that month. Output in November, however, 
was 19 per cent under a year ago and the 11 months’ total was down 


27 per cent. 
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WHOLESALE TRADE, 198 FIRMS 


Sales in 
Nov. 1949 
compared with 

Nov. 


Commerce 


firms in parenthe 


REPORT ON RETAIL FURNITURE SALES 


Percentage comparison of 
periods named with sales 
periods in 1948 
STATES 1949 11 Mos. 
Maryland (5 
Dist. of Col. (6) 
Virginia (1 
West Virginia (10) 
( 


Nov. 


North Carolina 4 


South Carolina 


l 
10) 
District 
INDIVIDUAL CITIES 
taltimore, Md (5) 


(60) 


DEPARTMENT STORE TRADE 


Baltimore Washington Other Citic 
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1 6 
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35 
vables Nov. 30, "49 from those on Nov. 


4 
receivables as of Nov. 1, °49 collected 
ei ables as of Nov 


20 


17 
1, collected 


Virginia West. Va. No. Caroline So 
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COTTON CONSUMPTION AND ON HAND—BALES 
Nov. Nov. 

1949 1948 1949 

Fifth District States: 
tton consumed 401,541 
Cotton Growing 


States: 
Co n consumec 


1 703,028 
{ n eld 1) in 
slishmen 


1 NOV 30 in 
establishments 


npress 516, 458,339 


335,081 
U.S. 20,314,000 


,219,000 


of Commerce. 


Stocks on 
Nov. 30, 1949 
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ir 


1949 


In 


In 
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Ce 


1s 
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Aug. 1 to Nov. 30 


1948 
452,577 


540,873 


850,043 
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